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TAGS: BDIS, ELAB, PO 
SUBJECT: OTIS ELEVATOR 

REF: STATE 1 14602, LISBON 2570, 2507 

1. SEE LISBON 2507 FOR BACKGROUND. 

2. FURTHER DETAILS FOLLOW: MANAGER REPORTED TO COMMERCIAL 
ATTACHE ON MAY 6 THAT NEGOTIATIONS BETWEEN WORKERS, LABOR 
MINISTRY AND MANAGEMENT WERE SCHEDULED TO RUN 15 DAYS. 

NOT CLEAR WHY THEY WERE BROKEN OFF AND WHY MANAGER LEFT 
COUNTRY. 

3. APRIL 30 LOCK-OUT OF MANAGER REPORTEDLY PRECIPITATED BY 
MANAGEMENT PROPOSALS TO WORKERS TO CUT FINANCIAL LOSSES. 
PROPOSALS INCLUDED SHORTENED WORK WEEK WITH PROPORTIONATE 
REDUCTION IN PAY, CHANGES IN CONFIGURATION OF ASSEMBLY LINE 
FOR EFFICIENCY PURPOSES, AND CHANGES IN TOP MANAGEMENT 
POSITIONS. WORKERS GENERAL ASSEMBLY COMPLETELY REJECTED 
ALL OF ABOVE AND REQUESTED PURGE OF ONE OF TOP PORTUGUESE 
MANAGERS. WHEN FRENCH MANAGER AGREED TO HIS DISMISSAL WITH 
SEVERANCE PAY, PERSONNEL OFFICER REFUSED TO MAKE PAYMENT. ON 
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OTIS' SATISFACTION WOULD BE RETURN OF COMPLETE MANAGEMENT 
CONTROL TO HIM AND OBTAIN PERMISSION FROM LABOR MINISTRY TO 
DISMISS SOME AGITATORS AND SOME REDUNDANT WORKERS. 

4. PLANT, WHICH EMPLOYS 300, REPORTED EXPORTS 60/70 PERCENT 

OF ITS PRODUCTION IN FORM OF COMPONENTS TO OTHER OTIS SUBSIDIARIES 
AND SELLS 30/40 PERCENT ON LOCAL MARKET AS ELEVATORS. DROP IN 
LOCAL DEMAND FOR ELEVATORS FROM 3,000 TO 500 NOT SURPRISING 
IN VIEW OF SEVERELY DEPRESSED CONSTRUCTION INDUSTRY. ACCORD- 
ING TO LOCAL MANAGER, OTIS BREAK-EVEN POINT FOR LOCAL PRODUCTION 
IS 500/600 ELEVATORS ANNUALLY; FIRST QUARTER PRODUCTION WAS ONLY 
50/60. IN ADDITION, DEMAND FOR COMPONENTS BY OTHER OTIS SUB- 
SIDIARIES DOWN 40 PERCENT, PARTIALLY BECAUSE OF DOUBT ABOUT 
ABILITY TO FILL ORDERS ON TIME. 

5. EMBASSY RECEIVED REPORT LATE THURSDAY (MAY 15) THAT POLICEMAN 
HAD BEEN STATIONED IN FRONT HOTEL WHERE MANAGER WAS STAYING. 
REPORT ADDED THAT POLICEMAN WAS SENT THERE AT BEHEST OF WORKERS. 

6. PARA E-STATE 1 14602 - EMBASSY AWARE OF ONLY ONE CASE 
WHERE GOP REFUSED ALLOW BUSINESSMAN TO LEAVE COUNTRY. 

EMBASSY BELIEVES THAT THIS FEAR ON PART OTIS NOT JUSTIFIED 
ESPECIALLY IF GOP AWARE THAT EMBASSY KNOWS THAT OTIS REPRE- 
SENTATIVES ARE IN TOWN. 

7. COMTEMPLATED OTIS ACTION, ESPECIALLY NON-PAYMENT OF SEVERANCE 
CLAIMS, RAISES SPECTER OF APPLIED MAGNETICS CASE WHICH 

HAS BEEN USED CONSTANTLY SINCE JULY 1974 IN ATTACKS ON MNCS. 
IMPLEMENTATION OF OTIS ACTION WOULD SUBJECT USG TO CHARGES OF 
"ECONOMIC SABOTAGE" BY PRESS AND PROBABLY BY GOP OFFICIALS. 

THIS OF COURSE MAKES LIFE MORE DIFFICULT FOR OTHER MNCS. ON 
OTHER HAND, OTIS FINANCIAL SITUATION UNDOUBTEDLY EXTREMELY 
SERIOUS AND WORKERS' ACTIONS CERTAINLY ARE COMMON OCCURANCE 
WHICH GOP HAS TAKEN LITTLE CONCRETE ACTION TO STOP. 

8. EMBASSY AGREES WITH ADVICE THAT OTIS SHOULD AWAIT OUTCOME 
IOF THEMIDO CONSULTATION WITH LISBON BEFORE MAKING PUBLIC 
ANNOUNCEMENT. 
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